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TITLE 7—-AGRICULTURE
- Chapter XI~-Food Distribution
Administration
[Food Distribution Order 6]
Part 1405—FRUTTS ANp VEGETABLES
CITRUS FRUIT REQUIRED TO BE SET ASIDE

Pursuant to authority vested in me by
Executive Order No. 9280, issued Decem-
ber 5, 1942, and in order to assure an
adequate supply of citrus fruit juice and
other citrus fruit products to meet war
requirements; If s hereby ordered, As
follows:

§1405.2 Citrys fruil—(a) Definitions.
For the purposes of this order:

(1) “Citrus fruit” means oranges,
lemons, grapefruit, and limes, but does
not include tangerines or any of the fore-
going unfit for buman consumption or
for processing into juice.

(2) “Handler” means any person who
first prepares citrus fruit for marketing
in fresh form, but does not include any
person engaged solely in harvesting or

" producing citrus fruit.

" (3) “Processor” means any person in
the business of extraciing juice from
citrus fruit for processing and packing
for shipment as juice, concentrated or
'ginconcentrated, for human consump-

on.

(4) “Producing area” means the States
?é California, Arizong, Texas, and Flor-

a.

(5) “Shipping pericd” means one cal-
endar week unless the Director shall
otherwise specify by order.

(6) “Ship” means to deliver for trans-
portation by any common, contract, pri-
vate, or other carrier by rail, truck, or
other means, and includes the placing
of citrus fruit in any conveyance for
transportation, but does not include de-
livery for transportztion directly from
groves to the place where fruit is first
vrepaved for market, delivery for trans-
portation to processors, or delivery to
charitable uses,

(1 “Government agency” means any
agency of the United States purchasing
citrus fruit for proecessing into concen-
trated or unconcentrated juice for de-

livery to the Army, Novy, Marine Corps,
Coast Guard, War Shipping Administra.
tion, or to or for the account of the pov-
ernment of any country, purcuant to the
Act of March 11, 1941, entitled “An Act
to Promote the D:zfense of the United
States” (Lend-Lex:e Act),

(8) “Director” mroans Director of Food
Distribution, United States Deportment
of Agriculture, or any emplosee of the
United States Depariment of Agriculture
designated by such Director,

(b) Restrictions on delivery of citrus
Fruit by handlers. (1) Without rezard
to existing contracts, every handler in
the producing arca or such portions
thereof as the Director may chgnate.
shall, during ecch shiphing perled, <o
zside for the rcquirements of Govern-
ment azencies and processors a quontity
equal to such percratore as the Director
may from time toyime order of each typz
and variety of citrus frult chipped by
such handler during such period or the
shipping period immedintely prcesding
such pericd. Th: quantities of citrus
fruit set aside du-ing each paried shall
be retained by ench handler for cuch
length of time for each typ2 and variety
as the Dircetor ey order. Such reb
aside fruit choll ke rctained and stored
mder conditions ewstomeorily obcerved
in the storare of citrus fruit.

(2) Citrps fruit £t ocide purzuant fo
this order may k: cold or delivered at
any time {o any Coverament afency or
to any procestor ¢ v B0y ab any time be
processed by the hondlcr into citrus frulk
juice, subject to ali orders rectricting and
regulating the preduction of such juice.

(3) If no Goveranment ogcney has con-
tracted for or declared its infention to
contract for any jortion of citrus fruib
set aside and if no procczzor hos con-
tracted for any pcriion thercof prior to
the expiration of the time speeificd by
the Director for the holding of such fruit,
such fruit shall be relensed from the re-
strictions of this crder. Quontities ceb
aside may also be releascd at ony fime
by notice to that effect from the
Director.

(¢) Restriction on wmroccccors. Moo

processor shall sell or deliver into fresh
fruit channels any cifrus fruit which at
any time was seb aslde under this erder
by any handler.
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(d) Records and reports. Every han-
dler and every other person to whom
this order applies shall maintain such
records for such periods of time, and
shall execute and file such reports and
submit such information as the Director
may from time to time request or direct,
and within such times and upon such
forms as he may prescribe.

(e) Audits and inspections. Every
handler and every other person to whom
this order applies shall permit inspection
of his stocks of citrus fruit, of his prem-
ises used for the handling and storage of
citrus fruit, and of his books, records and
accounts by the Director.

(f) Petition for relief from hardship.
Any person affected by this order who
considers that compliance herewith
would work an exceptional and unrea-
sonable hardship on him meay apply in
writing for relief to the Director, setting
forth, in his petition, all pertinent facts
and the reasons why the relief requested
should be granted. The Director may,
upon the basis of such petition and any
other information, take such action as
he deems appropriate, and such decision
by the Director shall be final.

() Violations. Any person who wil-
fully violates any provision of this order
or, in connection with this order, wilfully
conceals a material fact or furnishes
false information to uny department or
agency of the United States is guilty of a
crime and, upon cecnviction, may be
punished by fine or imprisonment. In
addition, any such pérson may be pro-
hibited from making or obtaining further
deliveries of or from rocessing or using
material under priority control and may
be deprived of priorities assistance.

(h) Communications. All reports re-
quired to be filed hereunder and all com~
munications concerning this order shall,
unless otherwise directed, be addressed
to the United States Department of Ag-
riculture, Pood Distribution Administra-
tion, Washington, D.’C., Ref: FD 6.

" (i) Delegation of authority. The Di-
rector is hereby designated and author-
jzed to administer the provisions hereof
and to issue all orders necessary to the
effectuation of the purposes and provi-
sions of this order. ,The Director shall
have final authority for the purposes of
this order to determine whether any
particular lot of oranges, grapefruit, lem-
ons, or limes is fit for human consump-
tion or for processing into juice.

(j) Effective date, This order shall
be effective on January 13, 1943.

(Authority: E.O. 9280, 7T F.R. 10179.)

Issued this 12th day of January 1943.

[sEax] CLAUDE R. WICKARD,
Secretary of Agriculture.

{F. R. Doc. 43-602; Filed, January 12, 1943;
3:47 p. m.]

»
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[Food Distribution Order 6]

ParT 1490—MiscoLLancous Foop
PRODUCTS

RESTRICTING THE SALE AND DELIVERY OF
PACKAGED CHICORY

Pursuant to Executive Order No, 9280,
issued December 5, 1942, and in order to
assure an adegate supply and efficlent
distribution of chicory; It is hercby or-
dered, As follows:

§1490.1 Sales and delivery of puck-
aged chicory restricted—(a) Definitions.
For the purposes of this order:

(1) “Processor” shall include any pet-
son, firm or corporation engaged in the
business of processing or packeging
chicory.

(2) “Packaged chicory” shall mean
chicory in consumer size packages in-
tended for or suitable for retail distrl-
bution.

(3) “Chicory” shall mean roasted
chicory whether granulated or in rolls
or in compressed tablets or in any other
form.

(4) “Director” shall meon and include
the Director of Xood Distribution,
United States Department of Agricul«
ture, or any employee of the United
States Department of Agriculture desig-
nated by such Director.

(b) Restriction on sales of puckaged
chicory. No processor shall sell, during
the calendar year beginning January 1,
1943, packeged chicory in & quontity
which bears a higher ratio to his total
sales of chicory during such period than
the ratio which his total sales of pack-
aged chicory during the calendar year
1941 bore to his total sales of chicory
during said calendar year. NoO proces-
sor shall, during any three month period
beginning January 1, 1943, deliver more
than one-fourth of his 1943 permissible
sales of packaged chicory.

(c) Records and reports. All proc-
essors affected by this order shall main-
tain such records for such perlods of
time, and shall execute and file such re-
ports and submit such i{nformation as
the Director may from time to time re-
quest or direct, and within such timey
as he may prescribe.

(d) Audits ond inspections, Every
processor shall permit ingpection during
reasonable business hours of his bools,
records, and accounts by the Director.

(e) Appeals. Any processor affected
by this order who considers that com-
pliance herewith would work an excep-
tional and undue hardship on him may
appeal in writing to the Director, setting
forth all pertinent facts in justification
of such appeal, together with a state-
ment of the nature of the rellef requested.
The Director may, upon the basis of such
appeal and other information, take such
action as he deems appropriate.

(f) Violations. Any person who wil-
fully violates any provision of this order
or, in connection with this order, wil«
fully conceals a material fact or fur-
nishes false information to any depart«
ment or agency of the United States
is guilty of 8 crime and, upon conviction,
may be punished by fine or impricon-
ment. In addition, any person who, in
the judgment of the Director, is found
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{0 have violated any of the terms or
provisions of this order may be prohib-
ited from making or obtaining further
deliveries of chicory, or from processing
or using material under priority control
and may be deprived of pnontxes assist-
ance.

(g) Communications. All reports
that may be required to be iiled here-
under and all communications in con~-
nection. herewith shall, unless otherwise
directed, be addressed to the United
States Department of Agnculture, Food
Distribution Administration, W
ton, D. C. Ref.: FD 5.

) Effective date. This order shall
be effective on Japnuary 13, 1943,

(Authority: E.O. 9280, 7T FR. 10179,
Issued this 12th day of January 1943.

[sEar] | Crauvne R. Wicgarp,
Secretary of Agriculture.
[F. B. Doc. 43-601; Filed, January 12, 1943;
3147 p. m.]

TITLE 26—INTERNAL REVENUE
Qhapter I—Bureaun of Infernal Revenue
Sabchapier A—JIncome and Excess-Profits Taxes

['ED. 5213}

Parr 20—ATISCELLANEOUS REGULATIONS
UnpEr THE REVENUE AcT OF 1939

INCOLIE TAX

Treasury Decision 4918 amended to
conform to section 154 (b) of the Reve-
nue Act of 1942, relating to commodity
credit loans.

In order—to conform Treasury Deci~
sion 4918, approved October 7, 1938, [Part
20, Title 26, Code of Federal Regulations,
1939 Sup.] to section 154 (b) of the Reve~
nue Act of 1942 (Public Law 753, Seventy-

_ seventh Congress), approved October 21,
1942, such Treasury Decision is amended
as follows:

Paracrary 1. Section 20c¢.0 is amended
by inserting immediately after section.
223 of the Revenue Act of 1939 set forth
therein the following: -

- Brc. 154. COMIIODITY CREDIT LOANS,

enue Act of 1942, Title 1)

. * -3 = E- 3 L 3

(b) Tazable years subject to prior Iais,
-Section 223 (d) of the Revenue Act of 1939
is amended by striking out “within one year
from the date of the enactment of this Act”
and inserting in Heu thereof “at or prior
to the time prescribed for the filing of the
taxpayer's return for the taxable year of the
taxpayer beginning in 1942, or I¥ there is
—-more than one taxzable year of the taspayer
beginning in 1942, for the last f{axable year
s0 beginning”.

Pag. 2. Section 20¢.2 £20.52] is amended
by striking out “June 29, 1940”, and in-
serting in lieu thereof “at or prior fo the
time prescribed for the fling of the tax-
payer’s reburn for the tazable year of the
taxpayer beginning in 1942, or if there is
more than one taxable year of the tax-
payer beginning in 1942, for the last tax-
able year so beginning”.

(Rev-

(See. 154 (b) of the Revenue Act of 1942
(Pub, Lay 7583, T1th Cone.), ond £ce. 3191
of the Internal Revenue Code (53 Staf,
467; 26 U.S,C., 1940 ed., 3791))
[searnl Guy T. Houvenkis,
Commissioncr of Intcrnal Reronue,
Approved: Jonuary 12, 1943,

Joun L. Swvrrivan,
Acting Secfetam of the Treasury.

[F. R. Doe, 43-621; Filed, Jonunry 10, 10235
10:23 0. m.]

[TD.Im2]

Parr 30—Rreovranions Utiozn 180 Escres
Prorrzs Tax Act or 1840

LICLSs PROFTIS TAX -

Regulations 109 omended to conform
to section 227 of the Bevenue Act of 1942
(Public Lav 753, 77th Congress).

Regulations 109 [Part 30, Title 26,
Code of Federal Regulations, 1931 Sup.]
ore amended oS follows:

Paracrarg 1. There is incerted imine-
diately preceding §380.734~1 the follow-
mg

Sec, 207, ArmnipiunTs 70 Loomonl ioh
(Revenue Act of 1942, Title I1)

{n) In Goneral, E£ootion 724 I5 amepded
to rcod as followa:

See, T34, ApIUSTIINT 1T €ACD
n.coz::b wei® WITIX TJILD

€T TosIme
IICONIT TAR LIA~

DILITY.

(n) Definiticns. For the purpescs of this
cection:

(1) Tazgpayor. Thetorm “taspayor” moons
any porson cubjeet to o tax undcer the onpli-
cable reveoue Act,

(2) Income taz. ‘The torm “incomo taxz”™
means an income tax impcotd by Chonter 1
or Chaptcr 24 of this title; Title I and Title
IA of the Rovonue Aets of 1633, 1000, and
1834; Title X of the Hovenue Acts of 1632 end
1923; Title XI of the Rovyonue Acts of 1628
and 1923; Title II of tho Revenue Aets of
1821 and 1918; Title I of the Rovenuo Act
of 1917; Title I of the Rovonue Act of 101G;
or section IX of the Act of Qatokor 3, 1013:
8 war profits or Cxeoss progts tax fmniccd
by Title IIX of the Revenue Acts of 1621 ond
1918; or Title IX of the Rovenue Act of 1017;
or an income, war profits, or csects prefits
tax impe:cd by any of the forcroing pro-
vislons, as amcnded or cupplomentod.

(3) Pricr tarable ycar. A tozoble yoor kc-
ginning after Deecmber 31, 1639, choll not
ke considered o prior taxable yeoar.

{4) The term “predecorzay ef the tonpoyor”
means:

(A) A poreon which i5 o componont coz-
poration of the taxpaycr within the moanin?
of gzction 740; and

{B) A prrcon which on April 1, 18241, or
at any time thoreafter, contralled the tax-
payer. ‘Fac tarm “controlled” o5 horain ucod
gholl have the came mooming o5 “control”
under gection 112 (b)Y, and

{C) Any rocon in an unbroblicn ec2lcs end-
Ing with the tazpaycr if cubparosecrh (A)
or (B) weculd apply to the rilatlon~uip beo-
tween the parties,

(b)) Circumstanc 5 of adfustrcnt.

Qa

(A) In detcrminipg ot any time the tax of
o taypaycr under thb cukzhapter an itcm
aficcting the dctorminnticn of the ieos3
profits credit is treated In o monmer incone-
gistent with tho trcatmont occoxded cuch
{tem in the detcrmination of the income-tazn
labllity of such tazpayecr cr a prodecesior for
a prior taxable ycar or ycarg, ond
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(B} Tuo tronbront of cush Hem In the
pricr tanohle yoor ar voors canstotintly with
the ditcmminotizn undir tals fub._:zvrm
wenld ¢zt an dnmexcnts o doxeniz in the
cmount of the Incime t2Els pz.mru.ly [oteica ol
mincd fo7 cuch towoklo ¥oor or yeors, end

{C) On tho cate of cuch doteminotion of
the tox undcr this cubchopter cotpactisn of
the cdozt of the ingonsstont trooment in Cuy
ono ¢r mare ¢f tho prisr tozable yoors i pro-
ventod (cmecpt for tho provitions of zootuon
QCB1) By the opczaticn of cay Iow or rulz of
Iov? fethor thon coctism 2701, relotiny to
compremioes),

thon the corrcstion chnll k2 mad: by oo od-
Juctwmeont under this coctlon. I in o gutize
quont dotomination of the tox und:r this
oukaioptcr for cuch toEobl2 Feor cuth incia-
cictent troatmont 1o not adoptzd, then the
carrestisn choll not Lo modz In connsetion
with cuch cubcogucnt doetermination.

(2) Sush cdjuctmont a2l fe mede only i
there I cdopted in the dotermination o posl-
ton moiptained by the Commivzionsr (in

eoos the net efficet of the cdjustment would
tf' o doorente in the incomsz taxss previsusly
det"rm!nc& o7 cuch yooy o yeoxsy oz by the
tareager with recrest 1o whom the d@t:rmi-
notion 13 mod? mx caro the nzt edect of the
cfusteont would k2 on inergez> ip the ju-
com? toxes provisully dotorminsd for cush
soar ©r sonrs) whish porition Is Inconsiztent
with the troatmont occorded suci ifcm In
tho pricr tagable yoor or yeors waish wos nat
corrozt undcer the Inw opplienble to such yeor.

i3) Burden of r7e2f. In any prococding
kofore the Booxd or apy cowrt the buxd:n of
preaf in estobliiching thot oo inconsiztzns
pacitiem hos Eoon tolion (A) choll B2 upon
the Cammistloncr, In eooe the net cffect of thaz
cdjuctmeont wowld B2 on fnoroacs fn thy ine
cxmo toxos provicucly detzmincd for the
prizr toroble yoor or yoors, oF (B) shall k2
wrsn the tospoyor, in cos2 the nst edect
of the adiw,mcnf would B2 a doerecse
the fncom? towss previsucly deotormined for
the pricr tonchle yeor or oo,

(ei 2ictied cnd cfjcet of clfustment.

{1} Tie sdjusteont outhorized by cutsz-
tizn (h), o the omosunt croortzined oo pro-
vided in gukccetiod (d), i o not fnereniz conll
%o oddcd 19, orgd i o not dooreccs shinll ke
cubtrocted from, the tox othzrwise computed
undzr this cubshonior for the tozsble gecr
with reopoet o vhich cuch Ineonsistent post-
tion I3 cdopted.

) X mor: thap one cdjustmont wnds
this coetion 1o mode toeous? mase thon o2
ineoncictopt poittan o odopted with respzet
t5 ono toxahle yoor undor this subshopter,
the conopate ediutémonts, exch on amiint
oczertnined o5 provided o sukzzstion (dg,
chall ko groreontod, and the eogregnte Dt
Incresco gr decrcacs ciaall k2 2d3ded to oo sub-
tvocted from the tax othorvlce computsd
under this mibshantcr for the towobls yeor
itk reomoet to whlch cucshk Irzoncistent po-
cittsns ore edopted.

§3) X£ M the cdjuttmonts under th's z20-
tien, mode on account of the cdoption of m
irzoncictont pocitisn or potitions v:ith. respeoh
ta ang tazable yoor under this sunmrzt.z,
reoult ie ot ooposato oot Inerenc?, the tox
jmrpzicd by this cobshoptor shall In no cox2
}:x: e taon the omonnt ef suth ermresniz oet

e (et

(4) If ot the cdfuctments under this s22~
Hlom, mode on porsunt of the odoptiof of
on inconcistent pooition or position: with
roopoet to o toEoble yoor under this sui-
chopter (boreinofror in this parccroph eclizd
the ewrxent toxckle yeor), rezult in on ozIRe-
gate nok docxence, and the cmosunt of cuch
dezrenco czeceds the tox impozed by this suo-
chonter (withous reZord to the prowiziong of
this coation) for the cwment toxeblz yecr,
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such excess shall be subtracted from the tax
imposed by this subchapter for each suc-
ceeding taxzable year, but the amount of the
cxcess to be so subtracted shall be reduced
by the reduction in tax for intervening tax-
able years which has resulted from the sub-
traction of such excess from the tax imposed
for each such year.

(d) Ascertainment of amount of adjust-
ment. Incomputing the amount of an ad-
justment under this section there shall first
be ascertained the amount of the income
taxes previously determined for each of the
prior taxable years for which correction is
prevented. The amount of each such tax
previously determined for each such taxable
year shall be (1) the tax shown by the tax-
payer, or by the predecessor, upon the re-
turn for such prior taxable year, increased by
the amounts previously assessed (or collectzd
without assessment) as deficiencies, and de-
creased by the amounts previously abated,
credited, refunded, or otherwise repdid in re~
spect of such tax; or (2) if no amount was
chown as the tax by such taxpayer or such
predecessor upon the return,“or if no return
was .made by such taxpayer or such prede-

cessor, then the amounts previously assessed

(or collected without assessment) as defi-
clencies, but such amounts previously as-
sessed, or collected without assessment, shall
be decreased by the amounts previously
abated, credited, refunded, or otherwise re-
paid in respect of such tax. There shall then
be sscertained the increase or decrease In
each such tax previously determined for each
such year which results solely from the treat-
ment of the item consistently with the
treatment accorded such item in the de-
termination of the tax lability under this
subchapter. To the increase or decrease sO
ascertained for each such tax for each such
year there shall be added interest thereon
computed as if the increase or decrease con-
stituted a deficlency or an overpayment, as
the case may be, for such prior taxable year.
Such interest shall be computed to the
fifteenth day of the third month following
the close of the excess profits tax taxable year
with respect to which the determination is
made. There shall be ascertained the differ-
ence between the aggregate of such increases,

plus the interest attributable to each, and .

the aggregate of such decreases, plus the in-
terest attributable to each, and the net in-
crease or decrease so ascertained shall be the
amount of the adjustment under this sec-
tion with respect to the inconsistent treat-
ment of such item.

(e) Interest in case of net increase or de-
crease:

(1) If an adjustment under this section
results in a net decrease, or more than one
adjustment results in an aggregate net de-

crease, the portion of such net decrease Or

aggregate net decrease, as the case may be,
subtracted from the tax which represents
interest shall be included in gross income
of the taxable year in which falls the date
prescribed for the payment of the tax under
this subchapter.

(2) If an adjustment under this section
results in a net increase, or more than one
adjustment results in an aggregate net in-

crease, the portion of such net increase or,

aggregate net increase, as the case may be,
which represents interest shall be allowed
as.a deduction in computing net income
for the taxable year in which falls the date
prescribed for the payment of the tax under
this subchapter.

(b) Tazable years to which applicable.
The amendments made by subsection (a)
shall apply with respect to taxable years
beginning after December 31, 1939.

Par. 2. Section 30.734-1 (b), as added
by Treasury Decision 5045, approved
May 3, 1941, and amended by Treasury
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Decision 5112, approved January 26,
1942, is further amended by striking out
subparagraph (2) and inserting in lieu
thereof the following:

* * ® * *

(2) The term “predecessor of the tax-
payer” shall have the meaning assigned
to such term by section 734 (a) 4). It
is specifically provided that the term
“controlled” as used in such definition
shall have the same meaning as “con-
trol” under the definition contained in
section 112 (h). Accordingly, a person
is a predecessor of the taxpayer if, on
April 1, 1941, or at any time thereaiter,
such person owned stock possessing at
least 80 percent of the total combined
voting power of all classes of stock en-
titled to vote and at least 80 percent of
the tota]l number of shares of all other
classes of stock of the taxpayer. For
the purpose of section 734 i is imma-
terial that such ‘control did not exist
during the taxable year in respect of
which the incorrect treatment of the
jtem or transaction occurred, or during
the taxable year in respect of which the
inconsistent position is adopted in the
determination of the excess profits credit
of the taxpayer.

Any person which is a component cor-
poration of the taxpayer under the defi-
nition contained in section 740 is a
predecessor of the taxpayer within the
meaning of section 734. -Such person
may be a corporation, partnership or a
sole proprietor. Any such component
corporation is a predecessor of the tax-
payer irrespective of the method em-
ployed in computing the excess profits
credit of the taxpayer.

Under the terms of the definition, any
person which is a predecessor of a prede-
cessor in an unbroken series ending with
the taxpayer is a predecessor of the tax-
payer within the meaning of section 734.

The limitation of the term “predeces~
sor of the taxpayer” to certain cases,
and the resulting exclusion of other
cases, should not be construed to affect
the-established judicial doctrines com-
monly known as estoppel, recoupment,

set-off, etc. which may be applied by the
courts in appropriate cases,

Par. 3. Section 30.734-2, as added by
Treasury Decision 5045 and amended by
Treasury Decision 65112, is further
amended by inserting at the end thereof
the following paragraph:

& ] ® ] %

The rule relative to the burden of
proof to establish, in any board or court
proceeding, that an inconsistent position
has been taken, is prescribed in section
734 (b) (3). If the net effect of the
adjustment by reason of the alleged in-
consistency would be an increase in the
income taxes previously determined for
the prior taxable year or years, the
burden of proof is upon the Commis-
sioner.. If the net effect of such adjust-
ment would be a decrease in the income
taxes previously determined for the prior
taxable year or years, the burden of
proof is upon the taxpayer. Inasmuch
as the adjustment under section 734 is
a factor in the determination of the ex-
cess profits tax llability, the provisions
relative to the burden of proof in a Board
or court proceeding do not relleve the
taxpayer from responsibility for a full
disclosure of the facts necessary to the
correct determination of the tax Hability.

Par. 4. Section 30.734-3, as added by
Treasury Decision 5045, is amended by
inserting immediately preceding the Iast
paragraph thereof the following:

&« & % & -]

If the authorized adjustments with re-
spect to one excess profits tax taxable
year result in an aggregate net decrease
and the amount of such decrease exceeds
the excess profits tax (computed without
regard to the provisions pf section 734)
for such year, the excess'may be carrled
over and subtracted from the excess
profits tax in each succeeding taxable
year until such excess 1s exhausted. If
excesses result from adjustments with
respect to two or more excess profits tax
taxable years, such excesses shall be car«
ried over in the order of their occurrence.

Example,

1042 1043 1044 1945 1040 1047
Tax (computed without regard to provisions of sec-
tion 734) $10,000 | $20,000| S$15,000| $7,000| £3,000 43,000
Aggregate net decrease under section 734..-uzaea-ee- (40, 000) (20, 000) adeccannen
Excess (330, 000) (5,000} |- cnnamecnsfcanaacaans]uccoacn v

(1) The $30,000 excess.from 1942 will
be subtracted from the tax of $20,000
for 1943; the remaining $10,000 will not
be subtracted from any 1944 tax since
such tax has been absorbed by the $20,-
000 net decrease for that year; such re-
maining $10,000 will, however, be sub-
tracted from the $7,000 tax for 1945, and
the $3,000 tax for 1946.

(2) The full $5,000 excess from 1944
will be subtracted from the tax of $8,000
for 1947 since the excess from 1942 has
been exhausted in 1946 and the tax for
1948 has been reduced to zero.

= % ® = ®

Par. 5. Section 30.734-4, as added by
_’I‘reasurygDecision 5045, is amended by

striking out the example and inserting in
lieu thereof the following:
# & * -] &

Ezemple. In December 1034, tho X Corpo«
ration in pursuance of a plan of reorganiza-
tion transferred all of its assets oxcopt cash
to the Y Corporation in exchange for all of
the stock of the Y Corporation, such stool
having a fair market value of 300,000, Tho
assets transferred, consisting of real estate
and securities, had an adjusted bagls in tho
hands of the X Corporation of £400,000.
Among such assets was & bullding, which wag
acquired by the X Corporation In 1924, and
which had an adjusted basis in tho hands of
the X Corporation of $100,000 and an estl-
mated remaining life of 20 yearg, The butld«
ing had & fair market value of £80,000 at the
time of the transfer. Both corporations male
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their returns on the calendar year bosis,
The exzchange was treated as faxable and
the loss of $100,000 realized by the X Corpo~
ration was recognized. For each of the years
1935 to 1941,.inclusive, the Y Corporation
was allowed a deduction for depreciation in
the amount of £4,000 computled on the cost
basis of $80,000. In its ezcess profits tax
return for the calendar year 1942, the 'Y Cor~
poration claimed that the assets acquired
from the X Corporation should bave a3 hosls
of §400,000 for invested capital purpeses, In~
cluding a basis of $100,000 for the building,
and claimed g deduction of $5000 for de~
- preciation on the building for such year. This
position was based upon the contention that
the 1934 exchange was & nontoxable reor~
ganization, resuiting from the acquisition
by ¥ Corporation in exchange solely for its
* voting stock of substantially all of the prop-
erties of X Corporation; and that the basls
in the hands of the Y Corporation of the
assets acquired upon the exchange was the
same as the adjusted basis In the hands of
the traneferor., Timely clalms for refund
based upon the allowance of additional de-
ductions for depreclation for the taxoble
years 1939, 1840 and 1941 were filed. The
statute of limitations prevents any refund
of overpayments or assessment of deficlen-
cies for the tazable years 1934 to 1938, inclu-
sive. The Commissioners determination of
the excess profits tax liability for the cpl-
endar year 1942 adopts the inconsistent poci-
tlon asserted by the Y Corporation and, sc-
cordingly, if the computation under section
734 (4) discloses a net increase In the tazes
previously determined for the taxable yeors
for which correction is prevented, an adjust~
ment is authorized under the provisions of
section 734. - c
‘The X Corporation was not subject to the
income fax Imposed by Title IA of the Bev-
enue Act of 1934, Its tax previously deters
mined for the taxable year 1034 Is £4,125.00
computed upon an Income of §30,000. 'The
corporation omitied from its gross Income nn
item-of rental Income amounting to 3,000
~and neglected to take a deduction for inter-
est amounting to §1,500. Durlng the taxnble
year it realized a gain of $10,000 from the
sale of a capital asset.
The increase in the tax of the X Corpora-
tion previously determined for 1934, plus the
interest thereon, is computed as follows ~

Tax previously determined for 1934.. 4,125
——
Net income for 1934 upon which tax
previously determined was based.. 30,000
Plus; Capital loss previcusly allowed

(limited to capital gain plus .

£2,000) - 12,000
Net income. 42,000
Tax as recomputed 5,715
Tax previcusly deternined..eevmn- 4,126

Increase In tax previously deter-
mined .. 1,650
Interest on increpse in tax. oo 752

_Total increase for 1984 mmmmemme-—. - 2,442

In accordance with the provisions of sec~
tion 734 (d), the recomputation does not
take Into consideration the item of £3,000,
representing rental income which was omitted
from gross income, or the item of £1,600, xep~
resenting interest pald, for which no deduc~
tion was allowed.

The Y Corporation was not subject to the
income tax Imposed by Title IA of the Rev~
enue Acts of 1934, or 1936, or 1938. The de-
crease in the tax of the Y Corporation previ-
ously determined for each of the taxable
years 1935, 1936, 1937, and 1938, which results
solely from the allowance of an additional de~
duction of $1,0600 fo; the depreciation in each

of such years, plus the intorect cn ¢l cuch
deercase, {3 cooumed to B2 oo follonst

Yezr aox JIctcect | A
h toc NN B 1% 4 ol LG
ol SRR e X 11 T pali A
e nmanasnennssnnernnnl  axirbd €309 360
1203 emmnrenronncensones]  ISHET 4803 faoa X1}

The omount of the adjustment to bo
odded to the cxecon prefits tox of the ¥ Coy-
poratiorr otharwlce detormined for the tax-
able year 1942 {3 ¢35 followa:

Inercasa for 1828 mmemmrmmmemm—
Less: Decrence for 1035. 0185.25
Deerecse for 1806, £23.20
Deercese for 1837 22C.C0
Deegease for 1828, 235.€0

£2,442.C0

1,016.03

et increacce (&maunt of cdfust-
ment authorictd) mmmmeewrmmae- 1,423, 83

Pan. 6. There is incerted immediately
after §30.734-4 the following:

§30.734-5 Infercst. 'The portion of
an adjustment under cection 734 which
represents interest is choracterized o5
interest for certain tox purposes and is
includible in gross income, or allowable
as a deduction in computing net income,
as the case may be, for the taxnpble year
in which falls the date prcceribed for
the payment of the execess profits tax
for the tazable year to which the adjust~
ment or, in the case of an adijuctment
involving o carry-over, the portion of
such adiustment is applied, reyardless
of the method of accounting employed
by the taxpayer, The date prezerived for
payment of the tax s, in the encc of o
domestic corporation, the 15th doy of
the third month following the cloce of
the taxnble year and, in the eoce of &
foreien corporation not hovinr an cfice
or place of businezs in the United States,
the 15th day of the sizth month follotr-
ing the close of the toxnble year, ezeept
that, in the case of o taxable year ending
before Dacember 31, 1840, the dote pre-
seribed for payment of the f2x of either
a domestic or o forelm corporction is
NMarch 15, 1041,

Under the rule prescribed, if the ad-
justments in respect of on excess profits
tax taxable yeor result in o net incyepce,
or an asgregate net increase, the portion
of such increase which ycprecents in-
terest shall be ollowed o5 o deduction
in computing net income for the succesd-
ing taxable year. Thus, under the facts
sef forth in the enpomple contoined in
§ 30.734-4, the portion of thenct incrense

which represents interest is 54343 (in-

terest on increasss, $792.00, minus infer-
est on decreaces, $243.55), and cuch in-
terest is allowable asa deduction in com-
puting net income for the calendor yeor
1843.

If the adjuctments in respect of en
excess profits tox taxable year reculb in
2 net decrease, or on aceremate net de-
crease, the interest contained in that
portion of such decrease which i3 sub-
tracted from the tox for ony toxable
vear shall be included in the grocs in-
come for the succesding taxable yoar.
For such purpose, no portion of the
amount subtracted in any tazable year
shall be deemed fo reprezent interest

&13

until the portion of the nmat dzcorec:ss
which reprezents tanhosheen eciioustzd,

Crampte. Tor the colcudor geor 1022, Core
poration B bod on oozl profits tox Ibllity
of £3619 (computed without regard fo s22-
ton %24) ond cn cuthorizid gdfustment
undcr ceetion 424 rozulting i o net draecse?
of $12600 of whizh 02007 roprezints tox cnd
£4.072 reproconts ntxect. In civing eflzzt
to the cdjustment, (3003 will bo subtrootzd
from the tax for 1922 ond the bolance Wil k2
carricd over to cuseccding taxeble wyeors,
Sineo 036000 of thy not doorecse reprezimis
tax, enly 81,070 of the omoumt suwtrotzd In
1942 rcprosonts intorect oand hencz $1.050 will
b2 includsd o5 Inforect In the taspoyer's gress
fneomn for 3043, Tho entire cwmouns of the
£3.£3273 to b2 cel~d ovor and subtreetzd from
the tax for o gucaacding tozeble veoy regte-
conts intosest cipzs the portion of thz nzt
deaxeac? wilch reprecants tox Is exhinustzd (o
1942, -
(Sce. G2 of the Tnternzl Revenue Code
(53 Stat. 32; 20 US.C,, Sup. V, 62) and
cee. 227 of the Revenue Act of 1942 (Pub-
e Lavwy 153, Tith Congress))

[soal Guy T, HELvrose,

Commissioner of Infernal Revenue.
Approved: January 12, 1943,
Jomn: 1o, Svrravar,
Acling Seerctory of the Treasuri.
[P B, Do2. 42-620; Filcd, Jonunry 13, 18235
10:23 ..}

TITLE 32—NATIONAL DEFENSE
Chapter IS—Yar Prodeetion Board
Sxhehapier D=-Dizcetor Genornd for Opaxetizrs
Parr 1010—Syseri=ion ORprs
[Amcpdmont 1 to Sumnonsion Ordsr S-173]

LEODCS PARTNY QUWIFIICUT CO.

Porooraph (2) of §1010.1%3, Suspern-
Jion Order S-175, izsued Decambzr 10,
11942, is hereby amendzd to read as fol-
[ pvicH

(a) Deliveries of material to B. C.
Rhodes Bakery Equipment Company, its
successors and gssiens, shall nat b2
accorded priority over deliveries undsr
any ofber contract or corder and no
preference ratings chall b2 sssdiegned or
applied to such deliveries to H. C.
Rhodes Bakery Equipment Company by
means of preference rating esrtificefes,
preference rating ordsrs, genaral prefer-
ence oxders, or any othsr ordsrs or rezu-
Intions of the Director of Industry Op-
erations or the Director Gensizl for
Opzrotons, exespt os specifically au-
thorizzd by the Rizien2l Complianze
Chicf, Szn Francizzo Rzzionol Offize,
Yar Production Boord,

(P.D, Re3. 1, as amended, 6 FR. 6329;
YEPE. Rex 1, T FR. 8581; EO. 6028,
7 FR. 323; EO. 9049, 7T PR. 527; EO.
1125, 7T PR. 2713; sze. 2 (2, Pub. Iaw
G671, I6th Conz., as amended by FPub.
Iows €3 and 597, Ttk Conz)

Yezued this 12th day of January 1843,
Ennrst Banzirr,
Director General for Opzrations.

{P. B. D32, 43-€03; Filcd, Jonuory 12, 19:23;
4102 p. ;)



516

PART 944—REGULATIONS APPLICABLE TO THE
OPFRATION OF THE PRIORITIES SYSTEM

[Interpretation 1 to Priorities Regulationbla
as Amended to Sept. 23, 1942]

The following official interpretation is
herehy issued with respect to § 944.34 of
Priorities Regulation No. 13, as amended
to September 23, 1942:

Priorities Regulation No, 13 deals with spe-
clal sales of idle or excess maferials. Para-
graph (c) (3) of the regulation provides
that any person may, subject to paragraph
(e) of the reguletion, make a special sale
of any war material to another person en-
gaged in the same business as the seller if
an order or other action of the Director
applicable generally to the persons engaged
in such business expressly permits such a
sale. Several orders of the War Production
Board have been issued allowing special sales
under this section. Among such orders are
1-97-a-1, dealing with railroad equipment,
P-48, dealing with utilities, P-98-¢, dealing
with petroleum operators, and 1~49, dealing
with bads, springs and mattresses.

These orders do not remove the material
which they affect from the operation of other
provisions of Priorities Regulation No. 13.
Other special sales of material permitted by
Priorities Regulation No. 13 may be made
notwithstanding the issuance of orders re-
ferring to paragraph (c) (3) of the regula~
tion. Likewise, any specific requirements of
inventory or other reports must be complied
with, and any idle or excess materials remain
subject to redistribution programs of the
War Production Board. The issuance of the
orders referred to above merely provides an
additional channel within which idle and
excess stocks may be redistributed.

(P.D. Reg. 1, as amended, 6 F.R. 6680;
W.P.B. Reg. 1, 7 FR. 561; E.O. 9024, 7
F.R. 329; E.O. 9040, 7 F.R. 527; E.O. 9125,
7 PR, 2719; sec. 2 (a) Pub. Law 671, 6th
Cong., as amended by Pub. Laws 89 and
507, 77th Cong.) .

Issued this 13th day of January 1943.

ERNEST KANZLER,
Director General for Operations.

[F. R. Doc. 43-639; Filed, January 13, 1943;
11:21 a. m.]

ParT 1068—CaNSs

[Conservation Order M-81, as Amended
Jan. 13, 1943]

§1068.1 Conservation Order M-81—
(a) Definitions. (1) “Can” means any
unused container which is made in whole
or in part of tinplate, terneplate, black-
plate, or waste, and which is suitable for
packing any product. The term includes
any container closure or fitting made in
whole or in part of tinplate, terneplate,
blackplate, or waste, but does not in-
clude a closure or fitting to be used on or
as a part of a glass container. The
term does not include fluid milk ship-
ping containers, as defined in Conserva~-
tion Order M-200.

(2) “Tinplate” means sheet steel
coated with tin, and includes “primes”,
“geconds”, “waste-waste”, and all other
forms of tinplate except waste.

(3) “Terneplate” means sheet steel
coated with a lead-tin alloy, and in-

cludes “primes”, “seconds”, “waste-
waste”, and all other forms of terneplate
except waste,

(4) “Blackplate” means any sheet steel
29 gauge or lighter, other than tinplate
or terneplate. The term includes “re-
jects” and all other forms of blackplate
except waste. .

(5) “Waste” means scrap tinplate,
terneplate, and blackplate, produced in
the ordinary course of manufacturing
cans.

(6) “Pack”, unless particularly speci-
fied, means the quantity, by area meas-
urement, of tinplate, terneplate, and
blackplate required for the manufacture
of all sized cans used by a person for
packing a particular product during the
base period specified.

(b) Restrictions wupon manufacture,
sale, and delivery of cans.
son shall sell or deliver any can except
under a purchase order or contract vali-
dated by a delivery to such person of a
purchaser’s certificate, manually signed
by the purchaser or an authorized ofii-
cial of the purchaser, in substantially
the form attached hereto as Exhibit A.
No person shall manufacture, sell, or de-
liver any can which he knows or has
reason to believe will be used in violation
of any provision of this order.

(2) No person shall manufacture any
can smaller than 5 gallons, with ears,
bails, or handles.

(¢) Restrictions upon purchase, ac-
ceptance of delivery, and use of cans.
(1) No person shall, during the calen-
dar year 1943 (or the seasonal year 1942-
1943, when specified), purchase, accept
delivery of, or use for packing a product
any can except to the extent permitted
in Schedules I, I, and 1T, attached to
this order: Provided, however, That a
jobber or retail store may obtain and sell
cans in conformity with the provisions
of this order.

(1) No per-"’
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(3) No product packed in a can shall
be repacked for sale in & can or any
other container, by the same or & differ-
ent person, in the same.or a different
form, except to the extent specifically
permitted in the schedule attached to
this order.

(4) No dried or frozen fruit or vege- |
table shall be packed in & can, except to
the extent specifically permitted in the
schedules attached to this order.

(d) Ezxceptions. (1) The restrictions
imposed by this order shall not apply to
the purchase, acceptance of delivery, or
use of the following cans:

(i) Cans for packing any product
which is not to be sold.

(ii) Fiber or papet bodied cans with
ends made of waste, for packing any food
product for human consumption, and
antiseptic or medicinal powders,

(iif) Cans for packing any product not

~listed in the schedules attached to this
order, when such cans were completely

manufactured on or before December 9,
1942, or when all the component parts
for such cans were cut to individual sizo
or were partially assembled before sald
date: Provided, That this paragraph (d)
(1) (iii) shall not apply when such cans
can be used for any products otherwise
permitted by this order, and provided
that this paragraph (@) (1) (i) shall
not apply to open-top sanitary cans.

(iv) Cans for packing any product not
listed in the schedules attached to this
order, when such cans are to be dellvered
pursuant to a letter of intent approved
by, or a purchase order or contract ne-
gotiated for or with the Army, Navy,
Marine Corps, Maritime Commission, or
War Shipping Administration of the
United States.

' (2) Notwithstanding the restrictions
pertaining to the size of cans or the ma-
terials from which cans msy be manu-
factured, but subject to quots restric-

(2) The schedules attached to thisor-©0 tions imposed by this order, a person

der list the only products permitted to be
packed in cans, packing quotas, sizes of
cans, and the kinds of plate permitted
for the manufacture of cans.

_ The calendar year basis shall obtain
except for products for which a seasonal
year is specified. A seasonal year for a
particular product represents a twelve
months’ period beginning in one calen-
dar year and ending in the next.

The sizes of the can specified for a par-
ticular product indicate the only sized
cans which may be-used for packing that
product, except that such product may,
subject to all other restrictions imposed
by this order, be packed in cans larger
than the largest size specified therefor.

When tinplate is specified for the
manufacture of cans for packing a par-
ticular product, the coating indicated
represents the maximum weight of tin
coating per single base box. When
SCMT is specified, Special Coated Man-
ufacturers’ Terneplate is referred to.
When blackplate is specified, the specifi-
cation includes chemically treated black-
plate (CTB).

may use for packing any product listed
in the schedules attached to this order,
any cans which were completely manu-
factured on or before December 9, 1942,
or any cans for which all component
parts were lithographed, cut, or other-
wise prepared for assembly, on or before
said date.

(3) No certificate shall be required for
the sale or delivery of cans to any put-
chaser who has already flled a certificato
wlthlhis\seller under Conservation Order
M-81,

(e) Miscellaneous provisions—(1) Ap-
plicability of priorities regulations. Thig
order and all transactions affected
thereby are subject to all applicable pro-~
visions of the priorities regulation